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PREFACE 


This booklet has been prepared as part of Labour Canada’s policy to 
promote understanding and co-operation in matters affecting labour 
relations. It examines situations where employers and employees take joint 
responsibility for the trusteeship of pension plans. Where joint trusteeship 
is not appropriate, the booklet shows the advantages to be gained by both 
parties through joint Supervisory committees. 


It is issued aS a companion to The Pensions Booklet (Catalogue 
No. L13-10/8) which gives employees some basic information about the 
different types of pension plans, how they operate and the protection the 
federal and provincial governments, who share the responsibility for 
regulating private pensions, give them and their members. 


Published under authority of the 
Minister of Labour, Government of Canada 


Additional copies of the booklet may be obtained from: 


Labour Canada 
OTTAWA, Ontario 
K1A 0J2 

Tel. (819) 994-2238 


© Minister of Supply and Services Canada 1981 
Cat. No. L41-14/1979 
ISBN 0-662-50626-X 


INTRODUCTION 


In Canada there are almost 16 000 private, occupational pension plans 
covering some 3.9 million employees. This booklet shows how joint partici- 
pation by employers and employees can benefit the operation of private 
pension plans and proposes a means of developing greater mutual under- 
Standing and trust in this important aspect of their association. It 
discusses joint trusteeship of pension plans by employers and employees, 
explains why this is not appropriate in many cases, and shows how joint 
supervision of plans can bring advantages to both parties. 


It is now commonplace to observe that relations between employers and 
employees, including the collective bargaining process itself, have been 
under considerable pressure in recent years. There is, at least, considerable 
scope for greater co-operation. One of the keys to greater co-operation is 
increased participation by employees in decisions affecting their working 
lives. To this end the Government has been studying qualities of working 
life that have been found to increase worker satisfaction. 


As part of the study the Government has also examined relations between 
employers and employees in private pension plans to discover those 
arrangements that have been successful in reducing confrontation. 


The sponsors of a pension plan have a special responsibility toward their 
employees. Members of a plan have a right to expect that money set aside 
to provide for their retirement is properly safeguarded and managed. They 
must have the opportunity to become familiar with the terms of the plan and 
confidence that they will be correctly treated by it after they retire. Naturally 
they are concerned about the levels of benefits that will be paid to them and 
the other forms of protection the plan may provide. It is not surprising that 
employees consider pensions an important part of their compensation and 
are taking an increasing interest in pension issues. Although the great 
majority of members are completely satisfied with the operation of their 
plans by employers, many believe that employees should play a more active 


part. 


Some employees and unions would go further than this. One viewpoint is 
reflected in the following quotation: 


“Many pension funds are run by company executives lacking profes- 
sional investment experience. Conflicts of interest abound. Many firms 
use the buying power of their pension fund to strengthen their business 
connections; governments use theirs as a convenient dumping place for 
their bond issues. Few pension funds ever expose their income record to 


public (or even employee) view, or apply the most elementary perfor- 
mance tests. Bad management thus is able to conceal its mistakes, 
hindering corrective action....” 


‘In other words, companies tend to regard the management of the 
pension fund as just another part of their business operations, with all 
benefits accruing to the company and none to the employees — however 
large the employees’ own stake in the fund. This is a pernicious and 
paternalistic approach, and is perhaps the strongest of all reasons why 
employees should have a say in pension fund management. The fund 
must be treated as a trust, with employees sharing in improved perform- 
ance. The company obligation can no longer simply be that of under- 
taking to meet contractual, set payments to retired employees.” 


Whether or not such wide-ranging comments were ever typical of Canadian 
experience, it is difficult to accept them as useful descriptions of 
conditions today. However, such views have been repeated for years, 
leading some pension plan members to the conclusion that joint 
trusteeship by employers and employees is the correct goal for the 
operation of all plans. 


The conclusion of Labour Canada, based on its examination of joint 
participation in pension matters, is that joint trusteeship is appropriate for 
some plans but cannot be applied successfully to the majority. Where 
employees wish to have a role in pension administration, for most plans the 
greatest promise lies in the development of joint supervisory committees. 


SUPERVISION OF PENSION PLANS 


Whether or not a union is involved in the organization of a plan, the 
employer has usually assumed responsibility for its administration and for 
security and investment of the funds. This is because employers normally 
make the ultimate decision to establish pension plans as well as the main 
financial commitments toward their operation. There are, however, two 
types of arrangement under which employers and employees participate in 
the running of pension plans; joint trusteeship and joint supervision. 


Under joint trusteeship, representatives of both parties share responsibility 
for the security and investment of funds held on behalf of beneficiaries. In 
this arrangement the employer and employees exercise joint control over 
the entire operation of the plan. On the other hand, under joint supervision, 
a committee representing management and employees oversees the 


‘Douglas Fullerton: Article In the Toronto Star of January 13, 1969. 


administration of the plan but assumes no responsibility for financial or 
policy matters. In this case the employer retains control over the manage- 
ment of the funds. 


In recent years a number of protective measures have been taken by the 
Government of Canada and several provinces to ensure that pension funds 
are properly administered and safeguarded. 


The Government of Canada regulates pension plans by requiring them to 
conform to certain standards before income tax deductions can be claimed 
for pension contributions paid by employers and employees and for income 
earned by pension funds. One requirement is that pension funds must be 
held in trust for members, and may not remain under the complete custody 
and control of either the employer or the employees. To accomplish this the 
funding? of a pension plan must be carried out by one or more of the 
following means: 


ean insurance contract with a company authorized to conduct a life 
insurance business in Canada, 


e a trust in Canada whose trustees are either a trust company or a group of 
individuals, at least three of whom live in Canada and one of whom must 
be independent of the employer and employees, 


¢ a corporate pension society, or 


ean arrangement administered by the Government of Canada or of a 
province. 


As a further means of allocating responsibility, a plan funded through a 
trust must have a designated administrator who is responsible for the 
overall operation and administration of the plan. The administrator may be 
a participating employer, a corporation in Canada that is in the business of 
rendering these administrative services, a committee of persons resident in 
Canada or a trust company carrying on business in Canada. A trustee may 
serve in the dual capacity of administrator and trustee. 


In addition, six provinces (Alberta, Saskatchewan, Manitoba, Ontario, 
Quebec and Nova Scotia) have Pension Benefits Acts which, among other 
things, set standards of funding, solvency and investment for pension 
plans. A similar statute, the Pension Benefits Standards Act regulates 
pension plans in industries under the jurisdiction of the Government of 
Canada, such as banks, railways, shipping companies and radio and other 


2Funding means the accumulation of a reserve from which all expenses and benefits of the plan may be paid. 


communications companies. About 85 per cent of all Canadian pension 
plans are regulated by the seven pension benefits acts. Pension plans in 
the remaining provinces must conform to the investment requirements of 
the federal Pension Benefits Standards Act. 


One further point should be mentioned here. Most of the concerns 
expressed by employees about the safeguarding, administration and 
investment of their pension funds refer to pension plans funded through 
trusts, and not to those covered by contracts with insurance companies. In 
1976 about 72 per cent of all pension plans were funded through insurance 
contracts covering 13 per cent of all pension plan members. About 26 per 
cent of all plans were funded through trust agreements with trust 
companies or individual trustees, but these plans covered 67 per cent of all 
members.” Thus the smaller plans tend to be funded through insurance 
contracts and the larger ones through trusts. Most plans funded through 
trusts, or ‘trusteed’ plans as they are often called, are sponsored by 
individual employers who appoint trustees to administer the funds and 
decide on investment policies. 


JOINT TRUSTEESHIP IN DEFINED CONTRIBUTION 
PENSION PLANS 


Some pension plans are sponsored by more than one employer. Multi- 
employer plans are found in such industries as construction and forest 
products, where a person may work-for several participating employers 
each year and yet remain covered by acommon pension plan. In such plans 
a union typically bargains with several employers for a certain level of 
contributions which are then held in a ‘defined contribution’ type of pension 
plan. In this type of plan the amount of the employers’ contribution is 
agreed upon, usually as a percentage of the employees’ earnings. Once the 
employer has paid his agreed contributions to the fund his financial 
obligations have been fulfilled. Contributions and accumulated interest are 
used to provide pensions in amounts determined by the funds available. 


Defined contribution plans negotiated with one or more employers are 
sometimes operated under a joint trusteeship, where representatives of 
both parties are legally responsible for holding and investing the funds for 
plan members. There may also be joint responsibility for the design of the 
plan and for its administration. The usual functions of the trustees are: 


3pension Plans in Canada — 1976: Statistics Canada, Cat. 74-401. 


4The Pensions Booklet (Cat. No. L13-10/8) prepared by Labour Canada provides additional information about the 
various types of pension plans. 


e to receive pension contributions and other income of the trust: 
¢ to safeguard the funds; 


® to invest the funds in a manner consistent with the objectives and finan- 
cial requirements of the trust; 


e to ensure that benefits are paid as required by the terms of the trust; and 


e to maintain accounts and records, and provide annual or periodic state- 
ments of the fund’s administration. 


It can be seen that under such an arrangement the trustees have complete 
responsibility for operating the plan, including full control of the financial 
aspects. Whether or not the investment policies are successful, the 
employer has no further financial commitment to the plan beyond the 
participation by his representatives on the board of trustees. 


In these situations the joint trusteeship of pension plans is a natural and 
appropriate arrangement, because both the employers as contributors and 
employees as beneficiaries have similar interests in the security and invest- 
ment of pension funds. Only about 5 per cent of all pension plan members 
belong to defined contribution plans, however. 


JOINT TRUSTEESHIP IN DEFINED BENEFIT PENSION PLANS 


The overwhelming majority of members are covered by plans of the ‘defined 
benefit’ type in which the employer, instead of undertaking to make Certain 
contributions to the fund, promises to pay retirement pensions at a certain 
rate based on a formula. A defined benefit plan, for example, might under- 
take to pay a pension equal to 1 per cent of final average annual wages for 
each year of service. In some defined benefit plans the pension is 
expressed as a monthly dollar amount for each year of service regardless of 
earnings; for example, $10 per month for each year of service. 


Some plans are completely financed by employers while others require con- 
tributions from both employers and employees. In either case the employer 
is responsible for paying the balance of costs needed to meet the promised 
scale of pension benefits. 


Periodically a qualified actuary evaluates the status of the fund and deter- 
mines the levels of contributions the employer is required to pay. Among 
other things, he compares the total amounts the plan will have to pay out in 
benefits with the funds expected to accumulate from contributions and 
interest. If the expected income is not going to be sufficient to pay the 


liabilities of the pension plan, the employer must make the necessary 
additional contributions within a specified period. From time to time, the 
employer’s contributions may change because of differences between the 
actual rate of investment return on the fund and the rate that had been 
expected. 


In defined benefit plans, therefore, the employer’s responsibility is not 
limited to a particular rate of contributions each year as is the case in plans 
of the defined contribution type. He must ensure that the agreed level of 
benefits will be paid, whatever the cost. 


Because of the successful examples of joint trusteeship that may be found 
in defined contribution plans, it is sometimes proposed that defined benefit 
plans should be operated under the same arrangement. Advocates of this 
have put forward a number of reasons which generally fall into three 
categories; the rights to ownership of pension funds, improving investment 
performance so as to improve benefits, and the use of pension funds for 
welfare purposes. 


Ownership of Pension Funds 


Many pension plan members consider their pensions as deferred wages to 
be paid from funds set aside out of current earnings during their working 
lives. They feel that contributions paid into the plan are their property and 
should be controlled by them. ; 


It is quite natural that plan members would have a strong proprietary 
interest in their pension fund. To many of them the fund would appear to be 
the exclusive property of the employer and completely under his custody 
and control. As mentioned earlier, however, the rules governing the registra- 
tion of pension plans provide that a pension fund must be held in trust on 
behalf of members of the plan. Although the sponsor may appoint the 
trustees, some of whom may be employees, there is a clear distinction in 
law and in fact between the separate responsibilities of a company officer 
who is a trustee. Furthermore, at least one of the trustees must be indepen- 
dent of the employer and employees. 


Some pension funds are held by insurers and not by trustees. In a pension 
plan funded through an insurance contract, premiums are paid to the 
insurance company as a third party in much the same manner as contribu- 
tions are turned over to trustees in a trusteed plan, so there is really no 
difference in principle between claims to ownership of funds held by an 
insurance company and those held by corporate or individual trustees. 
Presumably few employees would wish to control pension funds being held 
by insurers in the form of premiums and accumulated interest. 


Another reason advanced in favour of employee ownership of pension 
funds is that they might be mishandled if left in the hands of employers and 
their appointed trustees, who might use them to further the interests of the 
business rather than the employees. Under the Trustee Acts of the various 
provinces, trustees are responsible for obtaining and safeguarding all 
pension contributions and other income and must ensure that the funds 
are invested in a manner consistent with the objectives of the pension plan. 
Any person who suspects that trustees are abusing their responsibilities 
may take action against them through the courts. 


A company sponsoring a plan is prohibited from having free access to the 
funds held in trust. The pension benefits acts, mentioned earlier, define in 
detail the types of investment that are permissible and to reduce risk they 
prohibit the investment of more than 10 per cent of the assets of a fund in 
the securities of any one company. This limitation applies to investment in 
the company sponsoring the pension plan and prevents an employer from 
using the pension fund improperly to finance his own operations. 


Pension plan members are understandably concerned about the security of 
the funds that will provide their income after retirement. Therefore, any 
measures necessary to improve security should perhaps be imposed on all 
plans through the appropriate federal and provincial legislation, rather than 
left to the responsibility of members. Although employer and employees 
may both be justified in taking a proprietary interest in their pension fund, 
for the protection of members neither party is permitted to have exclusive 
control over it. 


Investment of Pension Funds 


Another area of concern by proponents of joint trusteeship is the invest- 
ment performance of pension plans. It is said that many pension funds are 
poorly invested and that joint trusteeship could improve investment 
performance, making it possible to improve benefits. 


Bearing in mind that it is in the clear interest of an employer and his 
appointed trustees to produce the best possible investment return 
consistent with the security of the funds, it is difficult to see how union or 
employee participation would, in principle, result in improved investment 
performance. 


Moreover, the proposition that employees should exercise some control 
over investment policies seems to overlook the open-ended financial 
responsibility of the employer in most defined benefit plans. It seems 
unreasonable that he should assume the liability of paying the difference 
between the employees’ contributions, if any, and the ultimate costs of his 


pension promises unless he has control over the means of doing so. 
Although he must be prepared to pay increased contributions to 
compensate for unfavourable investment decisions by his own appointed 
trustees and their financial advisers, should be held liable for those caused 
by other trustees beyond his control? Such a situation is a likely cause of 
serious conflict. 


In any case, in a defined benefit plan there is no direct relation between 
investment performance and benefit levels. The pension promise is made 
unconditionally. If improvements in investment performance should be 
reflected in higher benefits then it follows that the opposite must also 
apply. Those who wish to improve their pensions by controlling the 
investments might consider having a plan of the defined contribution type, 
where benefits and investment performance are more directly related. 


Use of Pension Funds for Special Purposes 


It is often said that if employees controlled their pension funds, money 
could be directed to socially desirable purposes. It would then be possible 
to extend low-cost mortgages and other worthwhile social benefits to 
members. 


However commendable these goals may be, such a policy would conflict 
with the clear-cut responsibilities of those entrusted with the investment of 
pension funds; to invest the funds in a manner consistent with the 
objectives and financial requirements of the trust. To direct investments to 
other purposes such as low-cost mortgages might even constitute breach 
of trust. 


Quite apart from this, if pension funds were allowed to be used for these 
purposes some trustees might be tempted to invest in such enterprises as a 
declining industry in order to maintain the employment of fellow union 
members. To provide mortgage money at favourable rates to employees 
could have serious effects on the solvency of the pension fund if the 
company were forced to close, for example, in a small community. 


Because of the risks and the lower investment returns that might result, the 
direction of pension funds to such purposes would be as contrary to the 
interests of plan members as if substantial investments had been made in 
the securities of the sponsoring company. 


An examination of the conventional arguments does not leave a persuasive 
case for the joint trusteeship of defined benefit plans. There is no evidence 
that it would be beneficial to pension plan members in terms of greater 
security or improved benefits. Nor would it reduce tensions between 


employers and employees over pension issues. On the contrary, there are 
indications that it would create new grounds for discord. 


It seems clear that the employer’s financial responsibility for meeting the 
balance of costs of these plans is generally incompatible with sharing 
control over the security and investment of pension funds. Employers 
would be unlikely to accept the open-ended commitment of final salary 
pension formulas if the investment decisions were no longer in the hands of 
trustees in whom they had confidence. 


COMMITTEES FOR JOINT SUPERVISION OF PENSION PLANS 


Although joint trusteeship is not generally appropriate for defined benefit 
plans, joint supervisory committees have proved to be a highly successful 
co-operative arrangement. A number of trusteed pension plans are deriving 
advantages from committees jointly supervising their operations. In 
general terms, the purposes of these committees are: 


e to act as a point of reference for interpreting pension plan rules in cases 
of doubt; 


e to make decisions where the plan provides for discretion to be exercised 
in certain cases; 


e to act aS a Sounding board for recommendations from both parties on 
means to improve the administration or effectiveness of the plan; 


e to further a greater understanding and awareness of pension matters. 


The committee has a very important function in providing members with 
information about the plan. This may take the form of an annual report 
describing the work of the committee. The report should include informa- 
tion about investments held in the fund and suitable extracts from any 
actuarial reports that have been made during the period, together with 
Objective comments on their significance. The committee can also play a 
useful role in answering enquiries from individual members and preparing 
written material about items of general concern and interest. 


The duties performed by a joint supervisory committee serve to assure 
employees that they are being treated in accordance with the terms of their 
pension plan. A committee may be given responsibility for interpreting the 
provisions of the pension pian to decide questions of eligibility for 
membership and early retirement for medical reasons and for matters 
concerning the administration of the plan itself. It may also be authorized 
to make rulings where pension plans allow discretion to be exercised in 
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COMPARISON OF JOINT TRUSTEESHIP 


Type of pension 
plan most suitable 


Responsibilities 
of committees 


Joint 
Trusteeship 


Defined contri- 
bution plans 
(employer’s financial 
obligation is limited 
to paying contribu- 
tions at a prescribed 
rate) 


To receive pension 
contributions and 
other income 


To safeguard funds 


To invest the funds 
for the benefit of 
the trust | 


To ensure that bene- 
fits are paid as 
required by the trust 


To maintain accounts 
and records and to 
report periodically 


AND JOINT SUPERVISION 


Joint 
Supervision 


Defined benefit 
plans (employer is 
responsible for 
paying balance of 
costs necessary to 
meet promised 
pension payments) 


To interpret pension 
plan rules in cases 
of doubt 


To make decisions in 
discretionary cases 


To consider recom- 
mendations to 
improve administra- 
tion or effectiveness 


To promote under- 
standing and aware- 
ness of pension 
matters 
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special cases, as for example in the payment of survivor benefits to 
common-law spouses or the admissibility of certain kinds of service. It may 
be given responsibility for deciding the method of allocating funds provided 
for ad hoc cost of living increases to pensions in payment. 


A committee creates a forum where representatives of both sides can 
discuss pensions in an informal, trustful atmosphere. It acts as a sounding 


board for new ideas. It provides a neutral focus to which individual 
employees can apply for recourse and advice. 


The joint supervisory committee should normally consist of about five or six 
members. In some cases the employees’ representatives comprise half the 
membership and the chairman is elected by the members of both sides. In 
others the company has a majority of one member and provides the chair- 
man. Usually the company provides the secretary. In some of the larger 
plans covering a number of employee classifications or several labour 
unions it may be necessary to have more than five or six members. It is 
important that they be selected or elected so as to fairly represent all the 
groups covered by a pension plan, and not limited to those from the 
bargaining group. Where the pension plan covers employees in a number of 
widely separated locations or in several large establishments it may be 
advisable to have geographic representation in the selection of committee 
members. The committee should include representation from the pensioner 
group. It is important that pensioners retain an official link with their former 
employer through a committee dealing with pensions. Moreover, it would be 
incongruous if a joint supervisory committee had no representative of those 
for whose benefit the plan exists. 


The period of membership may be indefinite or for a specified term. There is 
some evidence that the usual term of office should be three or four years. A 
shorter period may be insufficient to allow members to make their 
maximum contribution, and a longer term may lead to disinterest and 
reduced effectiveness. Ideally, new committee members should be given 
some training in pensions including a full briefing on the pension plan with 
an explanation of the methods of calculating benefits. They should, of 
course, have an interest in pension matters. 


Where a pension plan is subject to labour negotiations the committee plays 
no part in the collective bargaining process. In discussions about plan 
improvements and other negotiable matters, committee members who 
represent unionized employees may feel special responsibilities as union 
members. However, they must reconcile their committee activities with the 
collective bargaining process by carrying out their work as independently 
and harmoniously as possible. The importance of this should be considered 
when selecting committee members and in defining and allotting their 
responsibilities. 


Case Studies of Joint Participation 


To obtain information on the practical experiences of those jointly partici- 
pating in the operation of pension plans, Labour Canada attempted to 
assess the effectiveness of employer-employee co-operation in several 


aspects of pension operations. In particular, the study was to determine the 
impact that joint arrangements had on plan design, plan administration, 
plan funding including the investment of funds, employer-employee 
relations, overall control of the plan, and disclosure of information. 
Personal interviews were conducted with representatives of management 
and employees in a selection of jointly operated pension plans in several 
parts of Canada. 


The study confirmed that there are few, if any, examples of true joint trust- 
eeship in defined benefit plans. No cases were found in the study. It also 
established that joint supervisory committees are still uncommon. 


Labour Canada had hoped to assess the total impact of committees 
through study of those in existence for only three or four years. It would 
have been interesting to compare the expectations and misgivings that may 
have existed at the time committees were formed, with the actual 
experiences of their members. In the event, there was not enough informa- 
tion to support an analysis of these details. A general answer did emerge, 
however, from the fact that no unfavourable effects were bagel by any 
committee members. 


Committees were originally established for a variety of reasons. Some were 
formed because of union demands and others in an attempt to prevent 
pensions from being included in collective bargaining. Some were insti- 
tuted on the advice of consultants and others at the request of employees. 


No pension committee reported that plan design was subject to negotia- 
tion. Each of the groups indicated that plan design and overall control were 
under the direction of management. 


A conclusion of the study is that a committee can be instrumental in 
preventing much of the conflict that could otherwise occur in collective 
bargaining situations. This results from the discussion of issues within the 
committee in advance of bargaining, thus creating a better understanding 
of the implications of proposed design changes. In the view of committee 
members interviewed, employer-employee relations improved as a result of 
the contact between management and employee representatives in frank 
and open discussions carried out in committee meetings. 


The committees had no involvement with the day-to-day administration of 
the plans. One useful purpose served by them was in resolving personal 
pension problems when employees found they could request the assis- 
tance of a committee member. 


It might have been expected that no committee members would report 
responsibility for investment, bearing in mind that in all cases the 


employers were responsible for paying the balance of costs of the plans. 
The study found some cases, however, where respondents reported they 
had participated in the selection of fund managers, determined investment 
policy and selected investments. This rather surprising finding becomes 
more understandable when it is realized that with one exception these 
examples were in the public sector, where pension costs were ultimately 
supported by a provincial or municipal tax base. It was in two of these 
public sector plans that the committees selected the actual investments. 
When the management members were asked whether their committee had 
a beneficial effect on fund performance the responses were inconclusive. 
One reported a beneficial effect and the other was unsure. 


All committee members indicated there was some form of financial disclo- 
sure to plan members. Only a minority considered that further information 
would be advantageous. The methods used for disclosing financial! infor- 
mation ranged from an annual brochure showing the details of all assets 
and liabilities to a brief insertion in an internal news letter or bulletin 
mentioning the totals. It appeared to be mainly the older employees nearing 
retirement who sought this type of information. 


It was generally agreed that the introduction of committees was instru- 
mental in making available financial information. As a result, the commit- 
tees had a positive impact on the quality and quantity of the financial infor- 
mation disclosed. Although the respondents indicated that many 
employees did not understand the information presented, the fact that it 
had been made available removed some of the mystery surrounding their 
pension plans. One point mentioned by both management and labour repre- 
sentatives was that large asset figures tended to mislead a number of 
employees into expecting that higher benefits could be paid. This gave 
committee members an opportunity to explain the principles and require- 
ments of funding to other employees. There were no indications that the 
disclosure of financial information tended to generate, rather than to allay 
concerns by pension plan members. 


Finally, committee members reported they were able to develop friendly 
and trustful relations with each other and thereby came to understand the 
problems and concerns of those on the other side. Members representing 
employees reported they became more aware of the cost implications of 
change, and developed more realistic expectations about their plan. There 
was unanimous agreement that a pension committee to supervise the 
operation of a plan is a positive and worth-while step in improving relations 
between management and employees. 


CONCLUSION 


Evidently there are advantages to be gained by both employers and 
employees when they participate jointly in the operation of a pension plan. 
Joint trusteeship is a successful and appropriate arrangement in defined 
contribution plans, where the employer’s financial responsibility is limited 
to paying a prescribed rate of contributions. Whether a plan is established 
on the initiative of a single employer or through collective bargaining with 
one or more firms, employees can share responsibility for the security and 
investment of pension funds without exposing to hazard the financial 
interests of the employer in his capacity as contributor. 


Joint trusteeship is not generally applicable to defined benefit plans, 
covering about 95 per cent of Canadian pension plan members, where the 
employer is responsible for paying the balance of costs necessary to meet 
a promised rate of pension benefits. 


There is evidence, however, that pension committees for joint supervision 
of the operation of trusteed defined benefit plans can bring advantages to 
both employers and employees. A joint Supervisory committee can have a 
positive impact on pension matters even though the company retains 
overall discretion over plan design and funding arrangements. The commit- 
tee system fosters a better understanding of the pension program and the 
financial arrangements which support it. It allows the views and sugges- 
tions of both sides to be aired during informal discussions outside the 
arena of collective bargaining. By increasing understanding and trust 
between employers and employees in pension matters it can be expected to 
have a positive effect upon labour negotiations. 


A joint supervisory committee can play an important role in demonstrating 
to employees that their pension plan is something more tangible than a 
promise. Through their representatives employees can see their plan is in 
good hands and that it is being administered in their best interests. They 
become aware that discretionary powers are being applied with compas- 
sion and understanding. By participating in the administration of their 
pension plan, employees can develop a greater understanding of the finan- 
cial aspects with the result that employer-employee relations will be 
improved. For these reasons, the formation of joint supervisory committees 
is highly recommended to companies sponsoring pension plans and to 
their employees as an effective means of increasing participation, under- 
standing and trust in pension matters. 
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